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ABSTRACT: This work seeks to analyze economically the public market of Santa 
Rosa/RS, focusing the marketing channels used and the quality of products. Based on this work, 
one shows that the pluriactivity is a factor that contributes to greater income. However, the 
greater the complexity of economic activities, the more effective must be management 
mechanisms, because the productive factors and market relations become more complex. As a 
result, the ability to administer efficiently family properties is crucial for the sustainable 
development of Brazilian agribusiness, contributing to the improvement of the quality of life, for 
fixing the man in the field and to a cost-effective and environmentally sustainable development. 
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1. INTRODUCTION 
 
Family farming contributes significantly to food production, income generation 
and the development of all regions of Brazil, having a fundamental role in Brazilian 
agribusiness
1. These rural properties are characterized by the fact of works run mostly 
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1 So misleading, the term agribusiness has been used to designate the agriculture business performed on a 
large scale. This inaccuracy is committed both by laymen and academics. However the expression does  
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using familiar labour force. According to the Census Data (IBGE, 1998) for the years 
1995-1996, there are more than four million properties considered family farming in 
Brazil, which contribute to generate nearly half of gross production of the Brazilian 
agribusiness, and employ approximately 80% of rural workers. 
  If on the one hand, family farming excels by generating income, regional 
development, preservation of culture and permanence of the man in the field, on the 
other hand, poverty and inequality in rural areas contribute to the rural exodus and 
environmental degradation. Both are consequences of biotic factors, climate and 
plagues, and economic factors, created by competitive market characteristics, by the 
lack of an effective rural management, by deficiencies in specialized technical 
assistance and by new consumer requirements in relation to the characteristics of 
consumed products (Costa, et al., 2009). 
  In spite the opening of new markets to be a beneficial factor for family 
farming, globalised markets generate huge challenges for rural producers, in terms of 
production and technological aspects, as well as the management efficiency. In the case 
of family farming, you need to consider their specific features; in addition, you need to 
consider their physical characteristics and location. Thus, the professionals, who work 
with assistance focused the family farming needs, have to know the particular 
characteristics of the communities they attend, using appropriate methodologies and 
instruments, leading to a sustainable development for the producers and to the regions 
where they are inserted. 
  In this context it is vital that farmers families be assisted in a systematic 
manner and by trained professionals in order to meet the demand of these producers, 
taking apart from traditional technical assistance, information about good 
manufacturing practices, food security, traceability and further information about the 
market so that producers are able to produce food of quality that meet consumers 
demand and which are environmentally and economically viable. For the technical 
assistance professionals be trained to carry out effective monitoring of producers 
family, it is important that studies are carry out in order to know deeply the social, 
productive and cost-effective reality of these farmers. 
  The growth of competition into the markets contributes to the fact that 
consumers will require differentiated products, which employ good production 
practices and which have certification. The search for products with differentiated 
characteristics eventually represents an open up of new market niches for family 
farming. The production of organic products, socially responsible and certified 
products, presents a growing demand, especially on the part of consumers with greater 
purchasing power, which contributes to increasing of the added value. 
  In this sense, the certification acts as a guarantee of the characteristics of a 
particular product or process and becomes a market practice where some public or 
private organization offers a guarantee that the product has those informed 
characteristics, i.e. follow the established set of rules. The process of traceability 
 
not have this meaning, according to DAVIS & GOLDBERG, 1957 apud BATALHA, 1997: 25 ' 
agribusiness is the total sum  of production operations, distribution of agricultural supplies, production 
operations in agricultural units, storage, processing and distribution of agricultural products and items 
produced  on its basis.  
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enables the consumer to get information, because one goes to know more about the not 
visible characteristics from the final product. A certified production does not guarantee 
the traceability of the product, but a tacked product must have a certification process. 
This research seeks to analyze the process of marketing through the public 
market of the municipality of Santa Rosa/RS concerning the institutions and 
organizations involved and the relationship between producer and consumer in relation 
to the importance of quality and certification of food. 
 
2. THEORETICAL FRAMEWORK 
 
2.1. New Institutional Economics  
 
The new Institutional Economics (NIE) is formed by two complementary 
streams: the study of the institutional environment and the study of governance 
institutions (economy of transaction costs). The first, containing the studies led by 
Douglas North, analyses the macro-institutional parameters and the second, which has 
Oliver Williamson as precursor of researches, analyzes the micro-institutions. 
 
2.2. Economy of transaction costs 
 
  The Economy of Transaction cost theory (ETC) maintains that the 
characteristics of the transactions will compose the most efficient form of governance, 
or the one which is expected as the most effective in terms of reducing transaction 
costs. The difficulty of measuring transaction costs and even identify them properly are 
stressed, since unlike physical production costs, those are not readily separable from 
the administrative costs of the activity. 
The governance structures can be classified into: 
(i) the option for the purchase on the market; 
(ii) the production of their own, in the hierarchical form; 
(iii) hybrid form (contracts and vertical integration). 
  In the first case, the price signalling is sufficient to organize the market with a 
smaller level of control. In the second case, the transactions are conducted within a 
unified property regime, because both buyer and seller are the same company, and are 
subject to administrative controls. Vertical integration is preferable in situations of high 
specificity of assets, with a greater uncertainty and contractual complexity. In hybrid 
forms, however, occur contractual relations that preserve the autonomy of the parties 
and establish specific safeguards for transactions. The contracts present associated 
costs with their design, implementation, monitoring, and associated costs with the 
solution of arising disputes out of violation of established contractual relations 
(Zylbersztajn, 1995). 
 
2.3. Behavioural Assumptions 
 
Transaction costs are costs not directly related to production, but that may arise 
as agents interact each other and coordination problems of their actions emerge  
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(Farina, et al., 1997). The concept of transaction costs is illustrated by Williamson 
(1985) as the "equivalent economic to attrition in physical system". 
Williamson (1996) highlights two fundamental assumptions to the 
understanding of ETC: agents have limited rationality and they are opportunists, which 
leads to incomplete contracts. Opportunism implies that the parties may exploit a 
renegotiation, acting in a not ethically way and, consequently, imposing losses on its 
counterparty in transaction (Farina, et al., 1997). The fact that some agents act in an 
opportunistic mode is sometimes enough to introduce monitoring costs in the contracts, 
including safeguards for situations of unilateral dependency (Zylbersztajn, 1995). 
When the opportunist action occurs before the close of the contract is called 
adverse selection, and when it occurs after the closing of the contract is called moral 
hazard.  These behaviours are facilitated when some information is incomplete, flawed 
or asymmetric, opposing, thus, the Neoclassical Economics which assumption is that 
the relevant information to contracts are always perfect. 
So, given a particular institutional environment, governance structures will be 
determined by the characteristics of the transactions, i.e., it is assumed that the 
existence of different structures is explained by basic differences in transaction 
attributes whose main characteristics are: 
•  specificity of assets; 
•  frequency; 
•  uncertainty. 
 
2.4. Institutional environment  
 
North (1990) enlightens the role of institutional environment as important 
variable reducing transaction costs, like the security of property rights. With the goal of 
analyzing the role of institutions, this stream comes along two paths: (a) investigate the 
effects of a change in the institutional environment on the economic outcome b) by 
theorizing about the creation of institutions (Farina, et al., 1997). 
Institutions establish the "rules of the game" in a society (North, 1990). More 
precisely, "institutions are the informal restrictions (sanctions, taboos, customs, 
traditions and codes of conduct) and formal rules (Constitution, laws, rights of 
property)" (North, 1991, pp.97). Coase (1937) explains that neoclassic results are 
obtained from efficient markets only when no transaction costs exist. When transaction 
costs are considerable, the institutions become important in the process. 
Organizations are players and consist of groups of individuals dedicated to any 
activity that is performed with particular purpose. The limitations imposed by the 
institutional context define the set of opportunities and, therefore, the types of 
organizations that will be created (North, 1990). The agents of change are 
entrepreneurs, political or economic agents, decision-makers at organizations. 
The changes of formal rules include legislative reforms, such as: 
•  the adoption of new laws; 
•  legal changes resulting from jurisprudence amending the law institutes; 
•  changes in standards and policies on the part of regulators;  
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•  constitutional changes that alter the rules governing the drafting of other 
standards (North, 1990). 
The institutional environment is seen as the locus of displacement parameters, 
which interfere with the decision on the   form of the organizational production used 
(Zylbersztajn, 1995). Transaction costs arise when measuring the multiple valued 
dimensions included in the transaction, and when performing the contract, the 
information has high costs, and perhaps imperfect. Effective institutions and 
organizations can reduce costs of each transaction, in order to obtain a larger share of 
the potential earnings from each human interaction (North, 1990). Therefore, the 
institutions can be inefficient when transaction costs of political and economic markets, 
along with the subjective model of actors, do not induce the economic system to 
moving toward more efficient results (North, 1990). 
 
3. METODOLOGY   
 
  This research is part of a rural development project developed by the 
Department of Agricultural Education and rural extension of the Federal University of 
Santa Maria in partnership with the municipality of Santa Rosa/RS.  The municipality 
of Santa Rosa-RS is located approximately 500 km from the capital of the State. The 
population in 2006 according to the Brazilian Institute of Geography and Statistics 
(IBGE, 2007) was about 66,059 inhabitants and the area of the municipality of 488.42 
km2. Santa Rosa/RS was the first municipality in Rio Grande do Sul to grow soybeans 
in 1923, becoming the city known as the cradle of soy, which highlights the event 
Fenasoja (National Fair of Soybeans). Currently, its economy has its base in the 
industry (Figure 1). 
 
 
 
Figure 1. Location of Santa Rosa-RS, Brazil  
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The first step consisted in conducting qualitative descriptive research and 
explanatory notes by applying semi-structured questionnaires along rural producers 
present at the public market of Santa Rosa/RS. The questionnaires were randomly 
applied to 20 rural producers who sell their products in the public market of Santa 
Rosa. The data obtained by application of questionnaires along rural producers were 
organized, automatically tabulated and analyzed through the software SPSS.  
 
4. RESULTS AND DISCUSSION 
 
4.1. Social indicators 
 
The respondents ' social data indicate that the mean age of producers is 46,7 
years and 75% have only four years of schooling. It is known that the low level of 
schooling leads to greater difficulty in implementing managerial techniques in the 
property, which in turn makes difficult the traceability of the chain. In addition, data 
show that only 10% of the producers interviewed have some kind of management of 
their production costs. The same happens with transportation and sales costs. 
The arguments for this lack of management are directly linked to lack of 
interest, followed by lack of time. In this way, it is noted that the lack of interest is due 
mainly to the fact that there are few management tools that are adapted to the realities 
of rural producers. 
Another fact highlighted refers to the area with grain, which occupies more 
than 60% of the total area of the properties. However, products sold in the public 
market represent more than 70% of household income. Such values strengthen the idea 
that in the reality of the small properties one needs to focus efforts on more value-
added products. This requires a job promotion of the institutions mainly public looking 
for awareness and training of farmers. 
 
4.2. Characterization of property 
 
The rural properties have on average 16.9 ha, of which the largest part is used 
for growing soybeans, followed by maize, livestock, wheat, vegetables and fruit. It was 
found that there is a great diversification of items produced and marketed in the public 
market by rural producers interviewed. It is remarkable the variety of fruit, vegetables, 
followed by farinaceous, inline, pastries and jams (Figure 2). However, when 
questioned about the model of production, only 21.1% is produced in the organic 
model, which demonstrates that it is a field with huge growth potential. These figures 
show that if there are training and incentives to organic model, it is possible to achieve 
a growing and profitable market. 
Only 20% of the producers receive technical assistance from the municipal 
services and 60% from EMATER. However, in relation to participation in training 
courses, guidance on product quality and managerial techniques, only 20% of 
respondents say that these institutions organize such activities. These data support the 
thesis that public agencies need to give greater attention to issues such as product 
quality, management and organization of producers.  
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Figure 2. Distribution of land use in productive activities 
 
4.3. Logistics 
 
All respondents carry their products until the local marketing using their own 
vehicle.  40% consider that the conditions of access through the main road are good 
and 35% feel bad. The conditions of roads that access the properties are considered 
good for 50% of respondents and bad for 30%. The average distance from the property 
until the public market is 9.3 km. Data on distance and road conditions are important, 
especially in the establishment of strategies for improving the income of farmers, since 
transport impacts directly on transaction costs. Roads in bad conservation status 
increase uncertainties about the frequency of the product distribution, and also involve 
additional costs with processing, storage and conservation with a direct impact on 
prices to the final consumer. 
It was found that 60% of producers use plastic packaging for fruit and 
vegetables, while 20% use plastic packaging for farinaceous products. These data show 
that there is the concern of the sellers with the quality and conservation of products. 
However, it is a practice that still needs to be implemented in most properties 
 
4.4. Marketing 
 
Results suggest that 90% of producers sells in public market their own 
products, and only 10% are selling their own and also from third parties. It was found 
that for 45% of households, the public market is the main source of income. 
Furthermore, 60% of respondents consider sales activity in this location as very 
important, while the remainder rated as important (Figure 3).  
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Noteworthy is also the average time in public market is 14.2 years, 
demonstrating that sellers have a confidence link with this mechanism. This 
characteristic is important, because the higher confidence between agents, the less the 
uncertainty, which contributes to a reduction in transaction costs. Results show that 
42% of producers make up the price of their products on the public market based on 
price stipulated by other sellers. However, 32% determine the price based on the values 
in the city market. Only 16% say the price is formed based on production costs. This 
result refers again to the question of management. As producers do not perform 
managerial control, it is unlikely they be able to form the prices based on production 
costs, which generates uncertainty about the viability of the activity. 
 
 
Figure 3. Main sources of income of smallholders 
 
4.5. Food quality 
 
It was found that 65% of respondents say they adopt some quality standard. 
However, this pattern is institutionalized in only 41.2% of the properties. When 
checking the practices adopted by producers, 44% say adopt any procedure concerning 
the hygiene of the products. Monitoring of products is made in 75% of properties, and 
is performed by municipal services, which verifies attributes as good production 
practices and hygiene. A significant number of producers have no knowledge about 
traceability, certification and safety of food (Figure 4). These results lead to a concern, 
since consumers are increasingly focused on the quality and origin of the products they 
buy. 
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Figure 4. Level of knowledge of farmers with regards to traceability, certification a 
food safety 
 
However, despite the limited level of knowledge of farmers with regard to 
traceability, certification and safety of the food, the majority considers these variables 
as important or very important. This demonstrates that actions related to the 
improvement of quality and traceability of products, provided that they are 
implemented for the reality of producer family, tend to be well accepted and put into 
practice by family farmers (Figure 5). 
 
4.6. Consumers point of view 
 
More than 73% of consumers consider product quality, health control and good 
practices as fundamental factors for their purchases. Nevertheless, in the local reality, it 
is still significant the number of consumers who decides their purchases based on the 
price of the goods. This indicates that farmers should be able to sell products of good 
quality and with an affordable price, which can only be achieved through productive 
and strict managerial control.  Figure 6 presents the marketing chain. 
Results also show that total of the consumers pay in cash at the public market. 
In this way, the governance structure that persists between buyer and seller is  
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characterized as market connections, i.e. where it can persist over time with repeated 
operations. The channel marketing includes the characteristics of rural properties, types 
of products, procedures, packing, transport, marketing characteristics and the 
relationship between sellers and consumers. 
 
 
Figure 5. Level of relevance of traceability, certification and food safety on the farmers’ 
perspective 
 
 
 
Figure 6. Marketing chain of smallholders  
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5. CONCLUSIONS 
  
Managing family agribusiness is especially complex because it involves many 
areas, many of which family producers do not have specific knowledge, which 
ultimately affect production and economic results. In the case under consideration, the 
access to alternative sales channels can contribute to greater income of farmers. To do 
this, it is necessary that the institutions work facilitating the negotiation. In addition, 
public investments in training of farmers, primarily to improve product quality and 
management techniques of the activity are in need. There is also a need to encourage 
the adoption of practices certification and traceability. 
Other observed points as bottlenecks of activity and which could be worked on 
are the transport and storage. Through producer associations, storage rooms and cold 
rooms could be implemented. Thus, it would be possible to reduce the uncertainty of 
the sale of the products, ensuring a more stable price over the year and still enabling 
constancy in supply for consumers. 
At same time, improvements in rural roads to reduce the uncertainty of 
disposing of production should be made, in particular those products highly specific, 
thus reducing transaction costs. Despite the quality of the food and the use of good 
production practices be, an important requirement in purchasing decisions on the part 
of consumers, in the context of the public market of Santa Rosa, the question of 
confidence which exists between buyer and seller acts as a mechanism of mitigation. 
Thus, characteristics of the products in markets where the trust between the parties is 
less are fundamental to the buyer; however in this case study, these points have a minor 
influence. 
This research shows that the pluriactivity is a factor that contributes to greater 
income of these family farmers. However, the greater the complexity of economic 
activities the more effective the mechanisms for management should be, because the 
productive factors and market relations become more complex. The ability to manage 
efficiently the rural properties is crucial for the sustainable development of Brazilian 
agribusiness, contributing to the improvement of the quality of life, for fixing the work 
force in the field and to a cost-effective and environmentally sustainable development. 
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